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current financial reports for the credit union
and the other institution if a merger is pro-
posed; a projected financial report for the
continuing institution; analyses of share val-
ues; an explanation of any proposed share ad-
justments; and an explanation of any
changes relative to insurance such as insur-
ance of member accounts and life savings
and loan protection insurance.

(¢) Summary of the direct and indirect
benefits to the credit union members, as well
as any disadvantages, including a clear ex-
planation of the nature of the change in the
members’ ownership interest in the reserves
and undivided earnings of the credit union as
a result of the merger or conversion;

(d) Summary of the direct and indirect
benefits to management and other key per-
sons at the credit union and at the new insti-
tution, including a comparison of salaries for
those individuals employed by both the cred-
it union and the new institution; copies of
the certifications from the directors and
committee members that they will receive
no compensation either directly or indi-
rectly from the new institution for a period
of two years; and disclosure of any relation-
ship by blood or marriage, of any of the offi-
cers, directors, key personnel or principal
stockholders of the proposed institution to
any officials or employees of the credit
union.

(e) For each director, officer, key employee
and consultant of the proposed institution,
state in detail the names, positions, address-
es, age and description of employment and
educational background. Include any peti-
tions for bankruptcy, civil judgments (indi-
cate the plaintiff and the amount of the
judgment), criminal conviction (indicate the
nature of the charge) and any administrative
action taken by a federal or state agency.

(f) Description of how the proposed merger/
conversion results in a new financial institu-
tion without the unique characteristics of a
credit union, for example, that the board of
directors (that is, any new board members,
since §708a.2(c) prohibits compensation for a
period of 2 years) may be compensated as of-
ficials instead of offering volunteer services,
that the credit union will lose its tax exempt
status, and any changes in the voting power
of members.

(9) A dollar expenditure comparison chart
of the estimated increases/decreases in regu-
latory and insurance fees;

(h) Itemized expenses incurred to date in
the conversion process with an estimate as
to future expenses;

(i) Management’s discussion and analysis
of the proposed conversion, including its eco-
nomic advisability and how it will serve the
needs of the members of the merging or con-
verting credit union;

(J) Business and properties of the proposed
institution—describe in detail the assets of
the credit union and whether these assets
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will be transferred to the proposed institu-
tion and how the members will or will not
benefit from the transfer;

(k) Description and comparison of the com-
petition of the proposed institution and why
the proposed institution believes it can effec-
tively compete;

() In any transaction where the new or re-
sulting institution is a stock institution,
identify the principal owners of the proposed
stock institution (those who will beneficially
own directly or indirectly 1% or more of the
common and preferred stock outstanding)
starting with the largest common stock-
holder. Indicate by footnote if the price paid
was for a consideration other than cash and
the nature of any such consideration. Indi-
cate the number of shares to be individually
owned by officers, directors and key person-
nel of the new institution; and

(m) State in bold on the cover “PLEASE
READ THIS DISCLOSURE DOCUMENT. IT
CONTAINS IMPORTANT INFORMATION
ABOUT YOUR CREDIT UNION.”

(3) The Mail Ballot must:

(a) State at the top in bold letters using 12
point pitch or greater that “THE AT-
TACHED DISCLOSURE STATEMENT MUST
BE READ BEFORE VOTING ON THE PRO-
POSED (‘“CONVERSION” or “MERGER”, as
appropriate)’’;

(b) The issues for the member to vote on
should be stated as follows:

Please vote for either (a) or (b) by check-
ing the appropriate box.

(a) Approve the merger O

(b) Disapprove the merger O

(c) Advise the member of the right to ter-
minate the mail ballot and attend and vote
at the Special Meeting.

PART 708b—MERGERS OF FEDER-
ALLY-INSURED CREDIT UNIONS;
VOLUNTARY TERMINATION OR
CONVERSION OF INSURED STA-
TUS

Sec.
708b.0 Scope.
708b.1 Definitions.

Subpart A—Mergers

708b.101 Mergers generally.

708b.102 Special provisions for Federal in-
surance.

708b.103 Preparation of merger plan.

708b.104 Submission of merger proposal to
NCUA.

708b.105 Approval of merger proposal by
NCUA.

708b.106 Approval of the merger proposal by
members.

708b.107 Certificate of vote on merger pro-
posal.
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708b.108 Completion of merger.

Subpart B—Voluntary Termination or
Conversion of Insured Status

708b.201 Termination of insurance.

708b.202 Notice to members of termination
of insurance.

708b.203 Conversion of insurance.

708b.204 Notice to members of conversion of
insurance.

Subpart C—Forms

708b.301 Termination of insurance.
708b.302 Conversion of insurance.
708b.303 Modifications to notice.

AUTHORITY: 12 U.S.C. 1766, 1785, 1786, 1789.

SOURCE: 52 FR 12374, Apr. 16, 1987. Redesig-
nated at 59 FR 48792, Sept. 23, 1994, unless
otherwise noted.

§708b.0 Scope.

(a) Subpart A of this part prescribes
the procedures for merging one or more
credit unions with a continuing credit
union where at least one of the credit
unions is federally insured.

(b) Subpart B of this part prescribes
the procedures and notice requirements
for termination of Federal insurance or
conversion of Federal insurance to non-
federal insurance, including termi-
nation or conversion resulting from a
merger.

(c) Subpart C of this part sets forth
the forms to be used for terminating
Federal insurance or converting from
Federal insurance to nonfederal insur-
ance.

(d) Nothing in this part shall operate
as a restriction or otherwise impair the
authority of NCUA to approve a merger
pursuant to section 205(h) of the Act.

(e) This part does not address proce-
dures or requirements that may be ap-
plicable under state law for a state
credit union.

§708b.1 Definitions.

(a) Continuing credit union means the
credit union which will continue in op-
eration after the merger.

(b) Merging credit union means the
credit union which will cease to exist
as an operating credit union at the
time of the merger.

(c) State credit union means any credit
union organized and operated accord-
ing to the laws of any state, the several
territories and possessions of the Unit-

§708b.102

ed States, or the Commonwealth of
Puerto Rico. Accordingly, state author-
ity means the appropriate state or ter-
ritorial regulatory or supervisory au-
thority for any such credit union.

(d) Federally-insured means insured
by the Board through the National
Credit Union Share Insurance Fund
(NCUSIF).

(e) Nonfederally-insured means in-
sured by a private or cooperative insur-
ance fund or guaranty corporation or-
ganized or chartered under state law.

(f) Uninsured means there is no share
or deposit insurance available on the
credit union accounts.

(g) The terms terminate, termination
and terminating, when used in reference
to insurance, refer to the act of cancel-
ing Federal insurance and mean that
the credit union will become unin-
sured.

(h) The term convert, conversion and
converting, when used in reference to
insurance, refer to the act of canceling
Federal insurance and simultaneously
obtaining share or deposit insurance
from another insurance carrier. They
mean that after cancellation of Federal
insurance the credit union will be non-
federally insured.

Subpart A—Mergers

§708b.101 Mergers generally.

(@) In any case where a merger will
result in the termination of Federal in-
surance or conversion to nonfederal in-
surance, the merging credit union must
comply with the provisions of subpart
B in addition to this subpart A.

(b) No federally-insured credit union
shall merge with any other credit
union without the prior written ap-
proval of the Board.

(c) Where the continuing credit union
is a Federal credit union, there must be
compliance with the chartering poli-
cies of the Board.

(d) Where the continuing or merging
credit union is a state credit union, the
merger must be permitted by state law
or authorized by the state authority.

§708b.102 Special provisions for Fed-
eral insurance.

(a) Where the continuing credit union
is federally insured, an NCUSIF deposit
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and a prorated insurance premium (un-
less waived in whole or in part for all
insured credit unions during that year)
will be assessed on the additional share
accounts insured as a result of the
merger of a nonfederally-insured or un-
insured credit union with a federally-
insured credit union.

(b) Where the continuing credit union
is nonfederally insured or uninsured
but desires to be federally insured as of
the date of the merger, an application
shall be submitted to the appropriate
Regional Director when the merging
credit union requests approval of the
merger proposal. An NCUSIF deposit
and a prorated insurance premium (un-
less waived in whole or in part for all
insured credit unions during that year)
will be assessed on any additional
share accounts insured as a result of
the merger.

(c) Where the continuing credit union
is nonfederally insured or uninsured
and does not make application for in-
surance, but the merging credit union
is federally insured, the continuing
credit union is entitled to a refund of
the merging credit union’s NCUSIF de-
posit and to a refund of the unused por-
tion of the NCUSIF share insurance
premium (if any). If the continuing
credit union is uninsured, the refund
will be made only after expiration of
the one-year period of continued insur-
ance coverage noted in paragraph (e) of
this section.

(d) Where the continuing credit union
in nonfederally insured, NCUSIF insur-
ance of the member accounts of a
merging federally-insured credit union
ceases as of the effective date of the
merger. (Refer to subpart B, §§708b.203
and 708b.204 and subpart C,
§708b.302(b).)

(e) Where the continuing credit union
is uninsured, NCUSIF insurance of the
member accounts of the merging feder-
ally-insured credit union will continue
for a period of one year, subject to the
restrictions in section 206(d)(1) of the
Act as noted in the Notice of Termi-
nation set forth in §708b.301(b)(3).
(Refer to subpart B, 8§§708b.201 and
708b.202, and subpart C, §708b.301(b).)

[52 FR 12374, Apr. 16, 1987. Redesignated at 59
FR 48792, Sept. 23, 1994 and amended at 59 FR
67620, Dec. 30, 1994]
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§708b.103 Preparation of merger plan.

(a) Upon the approval of a propo-
sition for merger by the boards of di-
rectors of the credit unions, a plan for
the proposed merger shall be prepared.
The plan shall include:

(1) Current financial reports;

(2) Current delinquent loan schedules
annotated to reflect collection prob-
lems;

(3) Combined financial report;

(4) Analyses of share values;

(5) Explanation of any proposed share
adjustments;

(6) Explanation of any provisions for
reserves, undivided earnings or divi-
dends;

(7) Provisions with respect to notifi-
cation and payment of creditors;

(8) Explanation of any changes rel-
ative to insurance such as life savings
and loan protection insurance and in-
surance of member accounts;

(9) Provisions for determining that
all assets and liabilities of the continu-
ing credit union will conform with the
requirements of the Act (where the
continuing credit union is a Federal
credit union); and

(10) Proposed charter amendments
(where the continuing credit union is a
Federal credit union). These amend-
ments, if any, will usually pertain to
the name of the credit union and the
definition of its field of membership.

§708b.104 Submission of merger pro-
posal to NCUA.

(a) Upon approval of the merger plan
by the boards of directors of the credit
unions, the following information will
be submitted to the Regional Director:

(1) The merger plan, as described in
this part;

(2) Resolutions of the boards of direc-
tors;

(3) Proposed Merger Agreement;

(4) Proposed Notice of Special Meet-
ing of the Members (for merging Fed-
eral credit unions);

(5) Copy of the form of Ballot to be
sent to the members (for merging Fed-
eral credit unions);

(6) Evidence that the state’s super-
visory authority is in agreement with
the merger proposal (for states which
require such agreement prior to NCUA
approval); and
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(7) Application and Agreement for In-
surance of Member Accounts (for con-
tinuing state credit unions desiring to
become federally insured).

§708b.105 Approval
posal by NCUA.

(a) In any case where the continuing
credit union is federally insured, and
the merging credit union is nonfeder-
ally insured or uninsured, a determina-
tion shall be made by NCUA as to the
potential risk to the National Credit
Union Share Insurance Fund (NCUSIF).

(b) If NCUA finds that the merger
proposal complies with the provisions
of this part and does not present an
undue risk to the NCUSIF, it may ap-
prove the proposal subject to such
other specific requirements as may be
prescribed to fulfill the intended pur-
poses of the proposed merger. In the
event NCUA determines that the merg-
ing credit union, if it is a Federal cred-
it union, is in danger of insolvency, and
that the proposed merger would reduce
the risk or avoid a threatened loss to
the National Credit Union Share Insur-
ance Fund, NCUA may permit the
merger to become effective without an
affirmative vote of the membership of
the merging Federal credit union, not-
withstanding the provisions of
§708b.106; Provided, That the continuing
credit union is federally insured.

(¢) Any proposed charter amend-
ments for a continuing Federal credit
union will be approved contingent upon
the completion of the merger.

[52 FR 12374, Apr. 16, 1987. Redesignated at 59

FR 48792, Sept. 23, 1994 and amended at 59 FR
67620, Dec. 30, 1994]

of merger pro-

§708b.106 Approval of the merger pro-
posal by members.

(a) When the merging credit union is
a Federal credit union, the members
shall:

(1) Have the right to vote on the
merger proposal in person at the an-
nual meeting, if within 60 days after
NCUA approval, or at a special meeting
to be called within 60 days of such ap-
proval, or by mail ballot, received no
later than the date and time an-
nounced for the annual meeting or the
special meeting called for that purpose.

(2) Be given advance notice of the
meeting at which the merger proposal

§708b.107

is to be submitted, in accordance with
the provisions of article V, Meetings of
Members, Federal Credit Union By-
laws. The notice shall:

(i) Specify the purpose of the meeting
and the time and place;

(i) Include a summary of the merger
plan, which shall contain, but not nec-
essarily be limited to, current financial
reports for each credit union, a com-
bined financial report for the continu-
ing credit union, analyses of share val-
ues, explanation of any proposed share
adjustments, explanation of any
changes relative to insurance such as
life savings and loan protection insur-
ance and insurance of member ac-
counts (refer to subpart B, §§708b.202
and 708b.204);

(iii) State reasons for the proposed
merger;

(iv) Provide name and location (to in-
clude branches) of the continuing cred-
it union;

(v) Inform the members that they
have the right to vote on the merger
proposal in person at the meeting or by
written ballot to be received no later
than the date and time announced for
the annual meeting or the special
meeting called for that purpose; and

(vi) Be accompanied by a Ballot for
Merger Proposal.

(b) The proposal to merge a Federal
credit union into a federally-insured
credit union must be approved by an
affirmative vote of a majority of the
members of the merging credit union
who vote on the proposal. If the con-
tinuing credit union is uninsured, the
voting requirements of §708b.201(c)
apply; if it is nonfederally insured, the
voting requirements of §708b.203(c)
apply.

[52 FR 12374, Apr. 16, 1987. Redesignated at 59
FR 48792, Sept. 23, 1994 and amended at 59 FR
67620, Dec. 30, 1994]

§708b.107 Certificate of vote on merg-
er proposal.

The board of directors of the merging
Federal credit union shall certify the
results of the membership vote to the
Regional Director within 10 days after
the vote is taken.
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§708b.108 Completion of merger.

(a) Upon approval of the merger pro-
posal by NCUA and by the state super-
visory authority (where the continuing
or merging credit union is a state cred-
it union) and by the members of each
credit union where required, action
may be taken to complete the merger.

(b) Upon completion of the merger,
the board of directors of the continuing
credit union shall certify the comple-
tion of the merger to the Regional Di-
rector within 30 days after the effective
date of the merger.

(c) Upon NCUA'’s receipt of certifi-
cation that the merger has been com-
pleted, then the charter of the merging
Federal credit union (if applicable) and
the insurance certificate of any merg-
ing federally-insured credit union will
be canceled.

Subpart B—Voluntary Termination
or Conversion of Insured Status

§708b.201 Termination of insurance.

(a) A state credit union may termi-
nate Federal insurance, if permitted by
state law, either on its own or by merg-
ing into an uninsured credit union.

(b) A Federal credit union may ter-
minate Federal insurance only by
merging into, or converting its charter
to, an uninsured state credit union.

(¢) Termination of insurance must be
approved by the affirmative vote of a
majority of the credit union’s mem-
bers. The credit union must notify the
Board, through the Regional Director,
in writing at least 90 days prior to ter-
mination and the membership vote
must have been obtained within one
year prior to giving the Board notice.

(d) No federally-insured credit union
shall terminate Federal insurance
without the prior written approval of
the Board. The Board will approve or
disapprove the termination in writing
within 90 days after being notified by
the credit union.

§708b.202 Notice to members of termi-
nation of insurance.

(@) When a federally-insured credit
union proposes to terminate Federal
insurance, including termination due
to a merger or conversion of charter, it
shall provide its members with written
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notice of the proposal to terminate and
of the date set for the membership
vote. The Notice of Proposal shall be as
set forth in either §708b.301 (a)(1) or
(b)(1), or as provided in §708b.301(c), as
the circumstances warrant.

(b) The notice shall be delivered in
person to each member, or mailed to
each member at the address for such
member as it appears on the records of
the credit union, not more than 30 nor
less than 7 days prior to the date of the
vote. The membership shall be given
the opportunity to vote by mail ballot.
The ballot to be used shall be as set
forth in either §708b.301 (a)(2) or (b)(2),
as the circumstances warrant. The no-
tice of the proposal and the ballot may
be provided to members at the same
time.

(c) If the proposition for termination
of insurance is approved by the mem-
bership and the Board, prompt and rea-
sonable notice of termination shall be
given to all members in the form set
forth in either §708b.301(a)(3) or (b)(3),
as the circumstances warrant.

[52 FR 12374, Apr. 16, 1987. Redesignated at 59
FR 48792, Sept. 23, 1994 and amended at 59 FR
67620, Dec. 30, 1994]

§708b.203 Conversion of insurance.

(a) A federally-insured state credit
union may convert to nonfederal insur-
ance, if permitted by state law, either
on its own or by merging into a nonfed-
erally-insured credit union.

(b) A Federal credit union may con-
vert to nonfederal insurance only by
merging into, or converting its charter
to, a nonfederally-insured state credit
union.

(c) Conversion of Federal to non-
federal insurance must be approved by
an affirmative vote of a majority of the
credit union’s members who vote on
the proposition, provided at least 20
percent of the total membership par-
ticipates in the voting. The credit
union must notify the Board, through
the Regional Director, in writing at
least 90 days prior to conversion. No-
tice to the Board may be given when
membership approval is solicited or
after membership approval is obtained.

(d) No federally-insured credit union
shall convert to nonfederal insurance
without the prior written approval of
the Board. The Board will approve or
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disapprove the conversion in writing
within 90 days after being notified by
the credit union.

§708b.204 Notice to members of con-
version of insurance.

(@) When a federally-insured credit
union proposes to convert to non-
federal insurance, including conversion
due to a merger or conversion of char-
ter, it shall provide its members with
written notice of the proposal to con-
vert and of the date set for the mem-
bership vote. Notice of the proposal
shall be as set forth in either
§708b.302(a)(1) or (b)(1), or as provided
in §708b.302(c), as the circumstances
warrant.

(b) The notice shall be delivered in
person to each member, or mailed to
each member at the address for such
member as it appears on the records of
the credit union, not more than 30 nor
less than 7 days prior to the date for
the vote. The membership shall be
given the opportunity to vote by mail
ballot. The ballot to be used for the
membership vote shall be as set forth
in either §708b.302(a)(2) or (b)(2), as the
circumstances warrant. The notice of
the proposal and the ballot may be pro-
vided to the members at the same
time.

(c) If the proposition for conversion
of insurance is approved by the mem-
bership and the Board, prompt and rea-
sonable notice shall be given to all
members in the form set forth in either
§708b.302(a)(3) or (b)(3), as the cir-
cumstances warrant.

[52 FR 12374, Apr. 16, 1987. Redesignated at 59
FR 48792, Sept. 23, 1994 and amended at 59 FR
67620, Dec. 30, 1994]

Subpart C—Forms

§708b.301 Termination of insurance.

(@) A federally-insured state credit
union shall use the following language
for purposes of terminating Federal in-
surance:

(1) Notice of Proposal to Terminate Fed-
eral Insurance

(Date)

The Board of Directors of Cred-
it Union has approved a proposition to ter-
minate Federal share (deposit) insurance,
($100,000, provided by the National Credit

§708b.301

Union Administration (NCUA), an agency of
the Federal Government). Termination of
Federal insurance may only take place upon
approval by a majority of our members. The
membership vote will be taken on (date).
(Add directions regarding membership meet-
ing and/or mail ballot.)

If approved, any deposits made by you
after the date of termination, either new de-
posits or additions to existing accounts, will
not be insured by the NCUA.

Accounts in the Credit Union on the day of
termination, up to a maximum of $100,000 for
each member, will continue to be insured, as
provided in the Federal Credit Union Act, for
one (1) year after the close of business on the
day of termination, but any withdrawals
after the close of business on that date will
reduce the insurance coverage by the
amount of the withdrawal.

(2) The ballot for obtaining member-
ship approval to terminate Federal in-
surance shall contain the following
language:

This ballot must be received by the Credit
Union by (date for vote).

I understand that if termination of Federal
insurance is approved, any new deposits or
additions to existing accounts made by me
will not be insured by the National Credit
Union Administration, an agency of the Fed-
eral Government. | also understand that my
accounts in the Credit Union on the date of
termination, up to a maximum of $100,000,
will continue to be insured for one (1) year
after the date of termination, but that any
withdrawals after the date of termination
will reduce the insurance coverage by the
amount of the withdrawal.

[ 1 Approve termination of insurance.

[ 1 Do not approve termination of insur-
ance.
Signed

Member’s Name
Date

(3) Notice of Termination

(Date)

1. The status of the as an in-
sured credit union under the provisions of
the Federal Credit Unions Act will terminate
as of the close of business on the
day of .

2. Any deposits made by you after that
date, either new deposits or additions to ex-
isting accounts, will not be insured by the
National Credit Union Administration.

3. Accounts in the Credit Union on the

day of , up to a maxi-
mum of $100,000 for each member, will con-
tinue to be insured, as provided by the Fed-
eral Credit Union Act, for one (1) year after
the close of business on the day
of ; Provided, however, that any
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withdrawals after the close of business on

the day of s
, will reduce the insurance cov-

erage by the amount of such withdrawals.

(Name of Credit Union)

(Address)

(b) A federally-insured credit union
that is merging with an uninsured
credit union shall use the following
language for purposes of terminating
Federal insurance:

(1) Notice of Proposal to Merge and Ter-
minate Federal Insurance

The Board of Directors of (merging) Credit
Union has approved a proposition to merge
the Credit Union into the (continuing) Credit
Union. The merger must be approved by a
majority of the members of (merging) Credit
Union. The membership vote will be taken
on (date). (Add directions regarding member-
ship meeting and/or mail ballot.)

If the membership approves the merger,
the share (deposit) insurance you now have
(up to $100,000 provided by the National Cred-
it Union Administration, (NCUA), an agency
of the Federal Government) will be affected
as follows:

Any deposits made by you after the effec-
tive date of the merger, either new deposits
or additions to existing accounts, will not be
insured by the NCUA. Accounts in the (merg-
ing) Credit Union on the date of the merger,
up to a maximum of $100,000 for each mem-
ber, will continue to be insured, as provided
in the Federal Credit Union Act, for one (1)
year after the close of business on the date of
the merger, but any withdrawals after the
close of business on that date will reduce the
insurance coverage by the amount of the
withdrawal.

(2) The language for the ballot set
forth in paragraph (a)(2) of this section,
modified by substituting ‘‘the merger
and termination’ in lieu of ‘“‘termi-
nation’ each time it appears on the
ballot, shall be used for obtaining
membership approval to merge and ter-
minate Federal insurance.

(3) Notice of Merger and Termination of
Federal Insurance

1. The merger of the (merging) Credit
Union into the (continuing) Credit Union has
been approved, effective (date).

2. The status of the (merging) Credit Union
as an insured credit union under the provi-
sions of the Federal Credit Union Act will
terminate as of the close of business on the
_____day of (day preceding merger
date).

3. Any deposits made by you after that
date, either new deposits or additions to ex-
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isting accounts, will not be insured by the
National Credit Union Administration.

4. Accounts in the Credit Union on the
day of , (day preceding merger
date), up to a maximum of $100,000 for each
member, will continue to be insured, as pro-
vided by the Federal Credit Union Act, for
one (1) year after close of business on the

day of = (day preceding
merger date); Provided, however, that any
withdrawals after the close of business on
the day of (day pre-
ceding merger date), will reduce the insur-
ance coverage by the amount of such with-
drawals.
(Name of Credit Union)
(Address)

() A Federal credit union that is
converting its charter to that of an in-
sured state credit union shall use the
language contained in paragraph (a) of
this section, but shall modify the lan-
guage in paragraph (a)(1) of this sec-
tion to indicate that it is converting
its charter and terminating Federal in-
surance.

[52 FR 12374, Apr. 16, 1987, as amended at 54
FR 43280, Oct. 24, 1989]

§708b.302 Conversion of insurance.

(a) A federally-insured state credit
union shall use the following language
for purposes of converting from Federal
insurance to nonfederal insurance:

(1) Notice of Proposal to Convert to
Nonfederally-Insured Status

The Board of Directors of Credit
Union has approved a proposition to convert
from Federal share (deposit) insurance to
nonfederal insurance. The conversion must
be approved by a majority of the members
who vote on the proposal and at least 20% of
the entire membership must participate in
the vote. The membership vote will be taken
on (date). (Add directions regarding member-
ship meeting and/or mail ballot.)

If the membership approves the conver-
sion, the share (deposit) insurance you now
have (up to $100,000 provided by the National
Credit Union Administration, an agency of
the Federal Government) will terminate on
the effective date of the conversion. Shares
(deposit) inthe ___ Credit Union will be
insured up to $ by , a corpora-
tion chartered by the State of

(2) The ballot to obtain membership
approval of the conversion shall con-
tain the following language:

This ballot must be received by the Credit
Union by (date for vote).
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I understand that, if the conversion of in-
surance is approved, the share (deposit) in-
surance that | now have (up to $100,000 pro-
vided by the National Credit Union Adminis-
tration, an agency of the Federal Govern-
ment) will terminate upon the effective date
of the conversion and my shares will be in-
sured up to $ by , a corpora-
tion chartered by the State of

[ 1 Approve conversion of insurance

[ 1 Do not approve conversion of insur-
ance.
Signed
Member’s Name
Date

(3) Notice of Conversion

(Date)

1. The status of the as an insured
credit union under the provisions of the Fed-
eral Credit Union Act will cease as of the
close of business on the day of

2. As of that date, your deposits will no
longer be insured by the National Credit
Union Share Insurance Fund.

3. Accounts in the credit union will be in-
sured up to $ by , a corpora-
tion chartered by the State of .
(Name of Credit Union)

(Address)

(b) A federally-insured credit union
that is merging with a nonfederally-in-
sured credit union shall use the follow-
ing language for purposes of converting
from Federal to nonfederal insurance:

(1) Notice of Proposal to Merge and
Convert to Nonfederally-Insured Status

The Board of Directors of (merging) Credit
Union has approved a proposition to merge
the Credit Union into (continuing) Credit
Union. The merger must be approved by a
majority of the members of (merging) Credit
Union who vote on the proposal and at least
20% of the entire membership must partici-
pate in the vote. The membership vote will
be taken on (date) (Add directions regarding
membership meeting and/or mail ballot.)

If the membership approves the merger,
the share (deposit) insurance you now have
(up to $100,000 provided by the National Cred-
it Union Administration, an agency of the
Federal Government) will terminate on the
effective date of the merger. Shares (deposit)
in the (continuing) Credit Union will be in-
sured up to $ by , a corpora-
tion chartered by the State of

(2) The ballot to obtain membership
approval shall contain the following
language:

This ballot must be received by the Credit
Union by (date for vote).

§708b.303

I understand that if the merger of the
(merging) Credit Union into the (continuing)
Credit Union is approved, the share (deposit)
insurance that | now have (up to $100,000 pro-
vided by the National Credit Union Adminis-
tration, an agency of the Federal Govern-
ment) will terminate upon the effective date
of the merger and my shares in the (continu-
ing) Credit Union will be insured up to
$ by , a corporation chartered
by the State of .

[ 1 Approve merger and conversion of in-
surance.

[ 1 Do not approve merger and conversion
of insurance.

Signed
Member’s Name
Date

(3) Notice of Merger and Conversion of
Insured Status

(Date)

1. The merger of the (merging) Credit
Union into the (continuing) Credit Union has
been approved, effective (date).

2. As of that date, your shares (deposit) are
no longer insured by the National Credit
Union Administration.

3. Accounts in the (continuing) Credit
Union will be insured up to $ by

, a corporation chartered by the

State of

(Name of Credit Union)
(Address)

(¢) A Federal credit union that is
converting its charter to that of a non-
federally-insured credit union shall use
the language contained in paragraph
(a) of this section, but shall modify the
language in paragraph (a)(1) of this sec-
tion to indicate that it is converting
its charter and converting from Fed-
eral insurance.

[52 FR 12374, Apr. 16, 1987, as amended at 54
FR 43280, Oct. 24, 1989]

§708b.303 Modifications to notice.

(a) Any modifications or additions to
the notices or ballot concerning insur-
ance coverage, and any additional com-
munications concerning insurance cov-
erage included with the notices or bal-
lot, may be made with the approval of
the Regional Director and, in the case
of a state credit union, the appropriate
state authority. Approval of such
modifications, additions or additional
communications will not be withheld
unless it is determined that the credit
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union, by inclusion or omission of in-
formation, would materially mislead or
misinform its membership.

(b) Federally-insured state credit
unions may include additional lan-
guage in the notice and ballot regard-
ing state requirements for mergers,
where appropriate.

[52 FR 12374, Apr. 16, 1987, as amended at 54
FR 43280, Oct. 24, 1989]

PART 709—INVOLUNTARY LIQUIDA-
TION OF FEDERAL CREDIT
UNIONS AND ADJUDICATION OF
CREDITOR CLAIMS INVOLVING
FEDERALLY  INSURED  CREDIT
UNIONS IN LIQUIDATION

Sec.
709.0 Scope.
709.1 Definitions.
709.2 NCUA Board as liquidating agent.
709.3 Challenge to revocation of charter and
involuntary liquidation.
709.4 Powers and duties of
agent.

709.5 Payout priorities in involuntary lig-
uidation.

709.6 Initial determination of
claims by the liquidating agent.

709.7 Procedures for appeal of initial deter-
mination.

709.8 Administrative appeal of the initial
determination.

709.9 Expedited determination of creditor
claims.

AUTHORITY: 12 U.S.C. 1766; Pub. L. 101-73,
103 Stat. 183, 530 (1989) (12 U.S.C. 1787 et seq.).

SOURCE: 56 FR 56925, Nov. 7, 1991, unless
otherwise noted.

liquidating

creditor

§709.0 Scope.

The rules and procedures set forth in
this part apply to charter revocations
of Federal credit unions pursuant to 12
U.S.C. 1787(a)(1) (A), (B) and the invol-
untary liquidation and adjudication of
creditor claims in all cases involving
federally insured credit unions. Section
709.3 applies only to Federal credit
unions. Remaining sections of this part
are applicable to all federally insured
credit unions. This part does not apply
to share insurance claims arising out
of the liquidation of a federally insured
credit union. Insurance claims are de-
cided pursuant to part 745 of this chap-
ter.

12 CFR Ch. VII (1-1-97 Edition)

§709.1 Definitions.

For the purposes of this part, the fol-
lowing definitions apply:

(a) General Counsel means the Gen-
eral Counsel of the National Credit
Union Administration or any attorney
assigned to the General Counsel’s staff.

(b) Liquidating Agent means the
NCUA Board or person(s) appointed by
it with delegated authority to carry
out the liquidation of the credit union.

(c) Insolvent means insolvency as that
term is defined in §700.1(j) of this chap-
ter.

(d) Claim means a creditor’s claim
against the credit union in liquidation.
This term does not include insurance
claims arising out of the liquidation of
a federally insured credit union. Insur-
ance claims are decided pursuant to
part 745 of this chapter.

(e) Shareholder means members, non-
members, accountholders or any other
party or entity that is the owner of a
share, share certificate or share draft
account or the equivalent of such ac-
counts under state law.

§709.2 NCUA Board as
agent.

(a) The Board, as liquidating agent,
by operation of law and without any
conveyance or other instrument, act or
deed, shall succeed to all the rights, ti-
tles, powers, and privileges of the cred-
it union, and of its shareholders, offi-
cers, and directors, with respect to the
credit union and its assets, and such
shareholders, officers, or directors,
shall not thereafter have or exercise
any such rights, powers, or privileges
or act in connection with any assets or
property of any nature of the credit
union.

(b) The Board, as liquidating agent,
shall take possession of and title to
books, records, and assets of every de-
scription of such credit union to which
such credit union has rights of posses-
sion and title to all offices and other
facilities of such credit union.

liquidating

§709.3 Challenge to revocation of

charter and involuntary liquida-
tion.
If a Federal credit union is deter-

mined to be insolvent and placed into
liquidation pursuant to 12 U.S.C. 1787,
the Federal credit union may, not later
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